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PROCEEDTINGS
(9:49 a.m.)

MR. BORSON: Well, good morning,
everyone. My name is Ben Borson. I'm the acting
chair of Patent Public Advisory Committee and I'd
like to welcome members of the USPTO, members of
the PPAC, and members of the public to this public
session of the Patent Public Advisory Committee.

Before we get started, I'd just like to
go around the table and have everyone introduce
themselves, and before we do that, I'd just like
to say that one of our members, Michelle Lee, 1is
with us by telephone.

So, again, Ben Borson, member of the
PPAC.

MR. FAILE: Good morning, Andrew Faile,
deputy commissioner, Patent Operations.

MS. KEPPLINGER: Esther Kepplinger,
PPAC.

MR. SOBON: Wayne Sobon, PPAC.

MR. HIRSHFELD: Drew Hirshfeld, deputy

commissioner for Patent Examination Policy.
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MS. FAINT: Catherine Faint, PPAC.

MR. BUDENS: Robert Budens, PPAC.

MR. FOREMAN: Louis Foreman, PPAC.

MS. McDEVITT: Valerie McDevitt, PPAC.

MR. MILLER: Steve Miller, PPAC.

MS. FOCARINO: Peggy Focarino,
Commissioner for Patents.

MR. BORSON: Okay, good, thank you. 1I'd
like to first of all encourage any member of the
public that's either in the room to step up to the
microphone if there's a question. We'll have a
lot of opportunity for discussion and would like
to get feedback from anybody that has anything to
say. So, there are two microphones, one on either

side of the room and please feel free to step up

and use them. I don't know whether we have selected

any member of the audience to be the first person
to make a comment, but if one of you is willing to
step up and be the first, then maybe that will
break the ice a bit and we can get a more public
conversation going.

Again, before we jump into the substance
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of today's meeting, I'd like to make an
announcement about a scheduling change. We will
go into executive session at around 10:30. This

is during a break time and that executive session

may last longer than the 15 minutes allocated for
the break, in which case we'll move those agenda
items before lunch, down perhaps as long as 20
minutes. We'll make that announcement as the
situation evolves. We're waiting for one other
individual from the office to appear to have some
conversation with us in executive session.

Now, just as an overview, the Patent

Public Advisory Committee is a creature of

statute. Congress enacted the America Invents Act
and American Patent AIPA -- I think I've got that
right -- in 1999, authorizing the USPTO to form

this committee which is a committee from people
from the outside plus three union members, people
from the inside, in order to provide advice and
comment on patent office procedures, patent
policy, and submit a report to Congress. The PPAC

is now in the final stages of preparing the annual
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report for 2012. We're preparing a draft and
we'll be submitting that shortly to the patent
office for their comments and then a final version
will be submitted November 1 for publication in
December.

The members of the committee here all
have expertise in particular subject areas.
They're members of the public, the inventor
community; they are members of academia, members
of corporate practice, and members of private
practice. So, the idea is that the committee was
constituted to provide a variety of input from
different perspectives to the patent operations.

So, without any further ado, I'd like to
get started with our first agenda item, which will
be Commissioner Focarino.

MS. FOCARINO: Thank you, Ben, and good
morning, everyone. It's a pleasure to be here
with you this morning to discuss some of the
progress that is occurring within the patents
organization.

Since we last met in June, we've been
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extremely busy working on operational issues, such
as lowering the backlog along with implementation
details of the various provisions of the America
Invents Act.

So, with respect to operational issues,
in fiscal year 2012, we've had a very busy and
successful year and I'm happy to report that as of
this morning, as a matter of fact, our unexamined
application backlog is at 617,457 applications.
Through various initiatives, we've been making
steady progress of reducing the backlog from over
760,000 in 2009 down to the current number that I
just mentioned. So, I'd particularly like to
thank all the patents team for their efforts this
year. Also, in our COPA 2.0 initiative, the
initiative to reduce the unexamined older
application backlog. We've been able to remove
due to this particular initiative over 265,000 of
the oldest applications from our backlog. So,
that's really, really great progress.

As for our current patent examining

staff levels, we currently have over 7,800 patent
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examiners, including over 1,500 new hires this

fiscal year in 2012. So, great hiring effort this

year, great success, and, as a matter of fact,
it's a unprecedented hiring effort and it's
allowed us to make a really great strides of
reducing the backlog by providing more resources
to those technology areas where they are really
most needed in the high-growth areas.

I should mention also with respect to
our staffing levels, I'm pleased to report that
we're experiencing some of our lowest attrition

rates ever and the current rate is just running a

little over 3 percent, and I think it's 3.02 to be

exact. So, very low attrition levels, which means

we are retaining examiners that are gaining more
and more experience which is really helping us
reduce that backlog of unexamined applications.
As our unexamined backlog has been
declining steadily, our RCE backlog has been
increasing gradually over the last
year-and-a-half, and that backlog as of this

morning is currently at 97,865 RCE applications
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10
awaiting action and we recognize that the RCE
backlog is an area that our applicants and
stakeholders are concerned about and we're taking
steps to reduce this backlog and to lessen the
need to file an RCE through a few of our newest
program initiatives.

Getting to the AIA and implementation of
the AIA, as you are aware, our implementation
efforts this fiscal year have been proceeding in a
very timely basis and I'd like to thank all of you
and the PPAC for your help and guidance,
suggestions, and our implementation efforts,
particularly with respect to the fee-setting
public hearings and also the fee-setting report
that issued Jjust this past Monday on September 24
and that will really help us move forward with a
final rule that's a very balanced set of fee
structures.

So, we've recently implemented --

September 16, 2012 was the date -- many patent AIA

provisions, and in particular, those would be the

inventor's ocath and declaration, pre-issuance
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submissions, supplemental examination, and all of
these were implemented within timeframes
prescribed by the legislation.

And just to give you an idea of what
we're experiencing in those particular areas,
pre-issuance or third party submissions, to date,
we have 40 submissions in that category and the
supplemental examination request currently stand
at zero. So, we're pleased that most stakeholders
have commented favorably on our transparent
implementation process and the extent of our
outreach during the implementation process, and I
think many of you know we had roadshows all over
the country, the last one takes place tomorrow in
New York City, and we've gotten some really great
feedback and are really hearing some consistent
themes from our stakeholders. So, recognizing the
importance of continuous improvement in this
complex rulemaking and implementation process,
we've made clear and I want to reiterate that we
are taking input. Even once the final rules are

in place, we will continue to take input as we

11
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gain experience with these new rules with an eye
towards further refinement and improvement.

Section 32 of the AIA directs the USPTO
to work with and support intellectual property law
assoclations across the country to establish pro
bono programs designed to assist financially
under-resourced, independent inventors and small
businesses. So, we've been actively moving ahead
with this directive this fiscal year, and in 2011,
the first program in Minnesota was established,
and this year, Denver and California have joined
in and we also have plans for programs in Texas,
the District of Columbia region, and New York City
by the end of this year. So, a lot of activity in
the pro bono program arena.

For satellite offices, we have been
moving forward with our efforts to open various
satellite offices within three years of the AIA's
enactment date. We opened our first office
outside of the Washington, D.C. area when we
opened the Elijah McCoy satellite office on July

13 in Detroit and that office is up and running

12
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with several examiners there, already examining
applications and a small contingent of board
judges are also there. And we are now moving
forward to establish three additional offices in
Denver, Dallas, and the Silicon Valley area. So,
needless to say, there's a lot going on at the
USPTO.

So, today, you'll be hearing from Andy
Faile, who's going to provide a more detailed
discussion of our patent operations statistics and
data. Some of the initiatives going on and the
results as we move into fiscal year 2013 here in
just several days, and, also, in addition to an
update on patent operations, we'll also share with
you updates on the AIA finances from our CFO
legislative update, we'll talk a bit about our IT
infrastructure and where we are on those
initiatives. You'll get an international update
on what's going on in that arena with some of our
updates to harmonize and also an update from Chief
Judge James Smith on the new patent trial and

appeal board.

13
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So, we've got a lot of things to cover,
but we do look forward to your thoughts and we
welcome your comments and any questions as we move
through the agenda today. So, thank you for your
time, look forward to a discussion today and if
there's any questions?

MR. BORSON: Yes, Steve?

MR. MILLER: Yes, Commissioner, you
mentioned that the new IPR and PGR for business
methods came into effect September 16, and what
I've also heard is that a lot of people had filed
for the old inter parte re-exam procedures.

Do you have any statistics on filings of
those and then how the office is going to handle
those?

MS. FOCARINO: Okay, that's a great
question, Steve. So, I think it's pretty safe to
say that within the three weeks preceding
September 16, we had around 650 filings about
equally divided between ex parte and inter parte
re-exam requests, with inter parte outpacing the

ex parte by around 50 cases. So, this level of
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filing represents over half of last year's entire
workload in the CRU. So, and more striking is for
the inter partes, we've received the equivalent of
about 100 percent, exactly 96 percent of all the
IP filings last year in 3 week's timeframe. So,
the good news there is supplemental exam, which is
also the Central Re-exam Unit, we've gotten zero
requests. So, the CRU will be focused on handling
this bubble of work. They have a large staff now
and an experienced staff, so, I'm confident that
they'll be able to handle the bubble of work and
maintain the timeliness and pendency that they've
had in the past. So, I think we're well poised to
handle that workload.

MR. MILLER: And IPRs and PGRs, do you

have any statistics on that?

MS. FOCARINO: My understanding is the
number of submissions there is about 19 to date.

MR. MILLER: Great, thank you.

MR. HIRSHFELD: I can actually add the
statistics for IPR and covered business methods.

The inter parte's review as of this morning was 17

15
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and the covered business methods review as of this
morning was 6.

MR. BORSON: Okay, yes, please? Member
of the public, could you please announce your
name, if you would be so kind, and then address
your comment.

MR. IYER: I'm Chid Iyer from the law
firm of Sughrue Mion.

You had mentioned about RCEs, and, of
late, RCEs are put in a separate queue, as I
understand. And it causes a lot of difficultly
because you'll always in an advanced stage of
prosecution when you're filing an RCE. Typically,
you already had an interview or a chat with the
examiner and the cases are very close to being
disposed of. And, all of a sudden, examiners are
saying I got to put it in a separate queue and
it'll take about two years to get you. So, it is
causing a lot of hardship compared to what it was
before. I just wanted to --

MS. FOCARINO: And thank you for that

comment. We understand that, so, we will be

16
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reordering the RCEs in that special new case
docket and they will be reordered to conform to
the oldest effective filing date. So, and there's
other initiatives that are also going on to
address this growing backlog. So, we're aware of
some of the difficulties that you're experiencing.

MR. BORSON: Thank you very much for
that question. I wanted to just thank the
Commissioner and the other members of the patent
office for the very courteous and productive
conversations that members of the committee have
had over the last year. We greatly appreciate
having the ability to make contact with you
quickly and to discuss issues of importance. So,
I just wanted to thank you all.

Any other comments for the Commissioner?
And, if not, thank you very much. I'd like to
thank Andy Faile to talk about patent operations.

MR. FAILE: Okay, good morning. So, we
have a number of different slides to go over in
the 15 minutes. So, I'll go through the data, and

to the extent we can hold questions to the end,

17
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that would probably be a more expeditious way to
get through all this material.

Okay, so, the first slide here shows our
filings, kind of a historical view of filings.
Starting in 2001, all the way to the left, as you
can see, obviously, increasingly. This is a
breakdown between our RCE filings and our
serialized filings. The bar on the very, very
right is kind of the status as of September 24,
and then our projection is kind of the bar
immediately to the left there with the dots.

Summation of this slide basically is we
had a little bit over 5 percent projected growth
over last year's filings. We're currently running
around six. The RCE filings are up a little bit,
about 4 percent up. Our relatively flat of the
previous few years kind of bumping up a little bit
now.

As the Commissioner mentioned, our
current application backlog is around 617. As of
this slide, the 25th, 619. You can see the

general trend line coming down pretty dramatically

18
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over the last few quarters to our current position
at 619. It looks like we're pretty much hitting
our target of the 621, 800 down or a little bit
below that. Got a few days to go. We'll see if
any other filings come in last minute to add into
that equation.

This is a new slide here. We were
taking a look at the backlog and looking at
different ways to kind of look at it, and one is
kind of looking at it from the point of view of
excess and optimal inventory.

So, what you see kind of in the blue
there is the optimal inventory for the particular
staff and the firepower that we have at any given
moment. And as you can see, the blue line
generally increases to the right as we add more
staff. Obviously, we need more inventory for that
staff. The red represents the excess inventory,
counting the backlog. So, as you can see, the two
colors are, as you move from left to right, kind
of converging as we kind of chip down the backlog

and add the staff, at some point in time, we want

19
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these to converge where we have the appropriate
staff for the optimal inventory and we have little
or no excess inventory. So, kind of just a
different picture of the backlog.

MR. SOBON: Andy?

MR. FAILE: Yes, Wayne?

MR. SOBON: On that slide, does this
inventory include RCE inventory?

MR. FAILE: No, good question. This
does not. This is the unexamined application
inventory.

MR. SOBON: Okay.

MR. FAILE: All right. Okay, speaking
of RCEs, the RCE backlog, as the Commissioner
mentioned, currently at 97,000; at this snapshot,
a little bit over 98,000 as of September 25. A
little bit of a dip down, and you'll see that's
kind of a consistent pattern in September, as we
approach the end of the year. We do get a little
bit of a dip down in the RCE inventory. But,
clearly, the trend line here is the opposite of

the unexamined application backlog inventory in
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that it's going up to the right.

A further breakdown, we thought we would
present a different slide here, and this kind of
shows what work we had in front of us here. We're
breaking down the RCE backlog into age. So, we
have a volume of 97, 98,000, and then within that
volume, we have a range of ages of that inventory.

As you can see, it's broken down by
number of applications on kind of the second line
and then the percentage of that total backlog. As
you move to the right, the 13.7 percent greater
than 18 months is certainly an area of focus.
Pretty much anything to the right there is an area
of focus, and as the number on the right there is
increasing here to 13.7, that's certainly a
caution point for all of us to take a look at.

It breaks down kind of along the lines,
you see at the bottom here move up a little bit,
relatively steady, takes a dip at about the
12-month point and then spikes back up at the
18-month point.

So, one thing that the Commissioner

21
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mentioned that we're doing currently is we're
looking at our workflow process and we're
reordering the RCEs and the special case docket.
We actually call it the special continuing case
docket, and we're reordering the cases in that
docket to be done by effective filing date, which
will effectively bring a lot of these old RCEs to
the right up to the top of that list and examiners
will be working on them in many cases before they
get to their cons and their divisionals,
continuations and divisionals. So, that
reordering to the gentleman's question before,
will begin to start working and looking at the age
of the RCEs, not necessarily a volume solution,
but a first step towards looking at the age of the
RCEs and giving a priority to those to move those
out quicker.

MR. BORSON: Okay, Andy, I understand
this is corps-wide RCE filings. Do you have any
sense of whether they're particular TCs or areas
that seem to be more problematic than others or at

least more delayed?

22
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MR. FAILE: Probably in the electrical
areas, you're going to see a little bit more of a
delay. If you look at the breakdown on the
discipline level, it's relatively even. As you
move from the mechanical, electrical, chemical
giant discipline levels into the TCs and into the
art units and into the individual examiners,
obviously, things spread out quite a bit, you get
a bunch of asymmetrical activity there.

MR. BORSON: Okay, thank you.

MR. FAILE: Yes. Okay, speaking of
RCEs, picking up on the Commissioner's point,
there's a few things that we are doing and are
planning to do in RCEs. The one I just mentioned
that we've already done is the reordering of the
RCEs and the continuing new docket to make sure
that we're getting some of those older ones up at
the top of the stacks, so to speak, to be worked
on quicker.

There are a couple of pilot programs
we've been running for a quarter or two now.

We're still pooling data on those and those are

23
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you see in kind of the yellow circle up top, the
AFCP, After Final Consideration Program, in QPIDS,
Quick Path IDS Program.

Some of you may be familiar. The quick
sketch of these is in the After Final Program.
We're basically looking at the window after final,
opening that window up a little, so to speak, by
providing some time for examiners to consider
After Final Amendments. The hope would be in
cases that are very close to becoming allowances,
we spend a little time there and move that case in
the allowance stream and not actually have to have
an RCE filing to get that same level of
consideration.

We have some very preliminary data.
We're looking at basically about a 4 percent bump
for examiners that are using the pilot and moving
those cases towards RCEs over the After Finals
that get converted without using the program. So,
we've got a little bit of a bump there. I'm still
looking at the time usage and doing kind of a

return on investment. I'll look at that.
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For the QPIDS pilot, this is basically a
pilot where practitioners can come in, if they
have an IDS that they get that is after the issue
fee is paid, normally, an RCE is needed to get
that IDS considered. In the Quick Path IDS
Program, we've allowed those particular IDSs to
come in and we're taking a look there. If there's
no change in the claims, a case could still stay
in the allowance stream. Then we keep it in the
allowance stream and move it on, compensate the
examiner with some time for looking at those
particular references, move it on to the allowance
stream and not have to file the RCE. And if the
patentability of the claims is affected by the
references, obviously, then the RCE is kicked in
and we reopen via a conditional RCE in that.

That's been a good program for us so
far. Again, with the little data that we have,
we've converted -- the vast number of cases stay
in the allowance stream and move on to become
patents versus a very small number that actually

turn into RCEs to get that consideration.
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The bubble you see on the bottom or the
circle you see on the bottom left, the RCE
leveling plan, that is an effort focused at the
backlog of RCEs to continuing upturn of RCE
filings. A little piece of that is the reordering
of the RCEs that we just discussed. The next
level of that is our sit down with the union with
Robert and his folks in October, looking at
different ways that we can look at the age and
volume of those RCEs per the two previous graphs
and figure different ways we can put incentives or
reorganize cases to where we can get that backlog
moved down to a lower number. So, we'll be
sitting down the October timeframe and starting to
work on that piece.

The bubble you see on the right, the RCE
outreach, is a new program that I'd like to kind
of give an announcement for here and you'll be
much more about this. This is one where we need
everyone involved. We're actually going to take a
systematic look at the reasons RCEs are filed.

This is kind of a root cause analysis for RCEs.

26
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It has basically three components to it where you
have an internal component; they are things that
we are doing in the office, both process-wise and
examiner-wise that contribute to RCEs and then
there's the corollary to that, the applicant's
point of view, the part they play in filing RCEs.
So, we're kind of doing a systematic
deep dive into both of these areas and pooling up
some data on our internal processes and our
internal focus on RCEs and then going to the
external folks, you guys, and the public, and
through focus sessions and different interviews
and data-gathering techniques, both physical and
virtual. We want to get at the reasons why RCEs
are used from the external perspective, pool all
this data together, and look at are there
different programs, such as AFCP or QPIDS, new
programs that can be added that are pressure
points in the RCE prosecution, is there any
particular knowledge that we can share, maybe

dispel some myths about RCEs as we move forward

and kind of roll this up into a series of
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28
potentially internally processing tweaks on our

end as we look at RCEs.

So, I kind of look at the bottom on the
bottom right as kind of our R and D into the RCE
issue. And, again, would like to ask everyone --
we'll have a subpart of our Web site dedicated to
this and we'll have a series of questions and
data-gathering there and if everyone could focus
on that and provide us with data from
practitioners and applicants and external
perspective, that would be very helpful in us kind
of getting our whole arms around this entire
issue.

Okay, first action, this is our
traditional first action pendency and total
pendency, total pendency up at the top in the blue
boxes. We're a little bit under our target there.
Things are looking pretty good for the first
action pendency and total pendency. Again, this
is traditional. RCEs are included as endpoint
here, don't count as the total pendency from first

action to abandonment. We'll have a slide on that
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in a minute.

And then at the bottom is four first
action pendency taking a dive and basically kind
of flattening out right around our target level on
the very bottom, about 22.3 months, a little bit
over 22 months.

Forward-looking pendencies is a measure
we've talked about a little bit in the past PPACs,
basically projecting pendency in a forward-looking
manner. Currently at about 16.7 months. This is
for cases filed on a given day and at the bottom,
what's the time to first action from a
forward-looking point of view? You'll see a
little uptake on there between kind of July and
August at the very end. We have a little bit of a
spike upwards. That comes through some model
adjustments that we're doing on our end in looking
at number of hires from a projected number of
hires down to a number of hires we think we're
going to do since the forward-looking pendency
takes into account firepower in the future, that's

why you see that little kind of blip up there.
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Okay, this is a new slide, percent of
terminal disposals having at least one interview,
and by "terminal disposals," we mean the
abandonment or allowance, so, this would include
any RCE particular activity.

So, for this one, we've kind of taken a
little bit of a different look at interviews,
maybe looking at it from a perspective a little
bit different than just the summation of
interviews that we've had over a given fiscal year
compared to other fiscal years.

If you look at the far left, starting
about 2007, basically 15 percent of the time we
had an interview, once we looked back at a case,
once it's been finally disposed of, abandoned, or
an allowance, we go back and count the interviews
in that case. And this is the percentage of

having at least one interview. So, we're at 15

percent, and as you can see, the trend line is
kind of somewhat of a jagged fashion, moving up
with kind of a sharp upturn around the end of

2011, beginning of 2012, mid of 2012, which kind
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of corresponds to a lot of the compact prosecution
activity and interview training that we've been
doing and just the general awareness on interview
practice and moving cases forward.

So, again, this shows the percent of
final of abandonments in allowed cases that have
at least one interview, with the general trend
line moving up. So, we're getting interviews in
more cases; we're kind of running at a two to one
over what we did back in October of 2007.

Okay, and this is our rolling average of
the allowance rate, starting in about FY 2009
through 2012. As you can see, kind of a general
trend line upward to the current status of a
little bit over 51 percent allowance rate.

Actions per disposal, this is our
traditional measure of the actions per disposal
from about 2009 through September 8. Generally,
as you look to the right of the graph from about
February 10 onward, generally somewhat flat,
little bumps here and there, closing in on kind of

a current rate of a little bit over 2.5 actions
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per disposal as of the beginning of September.

This is a measure we introduced in the

last PPAC. 1I'll just take a second and talk about
this slide. These are the number of rejections
and terminal disposals by month and we're
basically charting this out from 2007 to current
date or it looks to be about June of this year.
So, what this is, this includes any RCE type of
filings, as well. So, what you have in the
numerator are the non-final actions, final
rejections, and any of the FAI, First Action to
Interview Pilot activity and then we're looking at
those number of rejections it takes to get to a
terminal disposal, again, identified as an
allowance or abandonment, including any RCE
activity, given the definitions that you see about
what constitutes a rejection.

So, if you're looking at that trend line
moving up generally somewhere between 2.1 and 2.5,
a little bit south of 2.5, currently at about
2.03. So, we're looking at about two of these

defined rejections in allowance or an abandonment.
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The bottom trend line is the miscellaneous actions
for those same allowances or abandonments, and
it's hard to see the verbiage on the screen, but
it basically captures all the "non-rejection" type
of correspondence that would go back and forth
between examiners and applicants.

And, currently, we're running just about
a little bit over a quarter or almost one-third on
that line. So, this one kind of separates out
both the rejections in the case, the substantive
actions that move cases forward apart from more of
the "administrative activity" that goes on back
and forth between cases. Again, including in this
is any RCE activity. So, this is an interesting
graph that we want to keep updated and we'll
probably include this as a regular part of our

stat pack for you guys at PPAC.

Going to the attrition data, the
Commissioner mentioned attrition at a little bit
over 3 percent. You can see kind of the circled
area, we kind of changed the scale at the bottom

to kind of bullet it out per month. As you can
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34
see, we've been holding steady just a little bit
over 3 percent for a good bit now. So, very happy
so far with the attrition data.

Our COPA effort is also as mentioned.

We had a huge cleanup effort looking at backlog
reduction in terms of our clearing oldest patent
applications. This is our version 2.0. For those
of you using software nomenclature, on 2.0, and we
had a 1.0 cleanup as part of this, as well, and
I'll discuss it in a minute.

So, we had a goal of 260,000 cases to be
completed by the end of the fiscal year.
Obviously, for us, that's September 30. We made
that goal. We're at 263,000, so, a little bit
over that goal now in moving the oldest of the
applications in our backlog distribution.

We also did a cleanup of kind of to the
right of the red line and we had a goal of 98
percent of those 44 or so thousand cases from the
previous COPA 1.0 effort to be cleaned up so we
don't have the tale that you kind of see to the

right there, would be the blue part of that tale,
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the blue part of that bar would be the tail that
we're looking at. We want to clean that tail up
to the point where we kind of have a brick wall in
pendency and we've caged it all in to the left.

Currently, we made that goal of 98
percent. We're a little bit over. I think we're
at 98.4 or so percent now of that actual cleanup
goal.

Okay, track one. On the top, you can
see we've had kind of two years of track one. I
say "two years," we had actually one month in FY
2011 of